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What collection actions do 
trustees, administrators and plan 
advisors consider most effective? 
At the 2013 Collection Procedures 
Institute, attendees ranked 20 
possible actions from top to 
bottom choices.

T
rustees have a fiduciary obligation to pursue contri-
butions due to their benefit trust funds, and they can 
take a number of actions to increase net collections. 
At a presentation at the International Foundation of 
Employee Benefits Plans two-day Collection Proce-

dures Institute last September, we presented a list of these pos-
sible actions. Attendees were asked to rank order the five most 
meaningful and the three least meaningful of the potential ac-
tions listed, and 96 people in the class completed the survey.
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Table I shows the breakdown of 
those individuals by their position 
within their plan. Table II shows the 
possible 20 actions listed and how 
participants rated them based on five 
votes for a first-place vote, four votes 
for a second-place vote, three votes 
for a third-place vote, two votes for a 
fourth-place vote and one vote for a 
fifth-place vote.

Six actions received 99 or more 
votes. The actions voted first and sec-
ond overall (perform payroll audits on 
our habitually delinquent employers 
more often and establish a more aggres-
sive collection policy) were ranked first 
and/or second in importance by 44% 
of those surveyed. In the three groups 

with the highest number of attendees 
(i.e., the administrators, plan payroll 
auditors and labor trustees), these two 
actions received the two highest totals 
of first-place votes.

Top-Ranked Actions
Let’s discuss the six top-ranked ac-

tions in the survey.

1. Perform Payroll Audits on Our 
Habitually Delinquent Employers 
More Often

Some plans perform payroll audits 
on a fixed cycle. Every employer con-
tributing to the plan is audited every 
third or fourth year. This ignores the 
fact that some employers are never 
delinquent and others are always de-
linquent. When a large delinquency is 
found, that employer should be sched-
uled for audit a year later.

Many plans have a policy that em-
ployers pay for the cost of the pay-
roll audit when significant deficien-
cies are found; therefore, it does not 
cost the plan more to audit the em-
ployer more often. These employers 
should be audited every year until a 
year when no delinquency is found. 
At that point the employer can be 

returned to the regular cycle for em-
ployer audits.

If a plan is going to audit its delin-
quent employers more often, then the 
good employers probably will be au-
dited less often. Is this bad? We don’t 
think so. Auditing delinquent employ-
ers more often and good employers less 
often makes sense.

Did the attendees vote this No. 1 be-
cause it was a good idea or because it 
was a good idea and they intend to do 
something about it? We urge trustees to 
adopt a policy of auditing their delin-
quent employers more often.

2. Establish a More Aggressive 
Collection Policy

If a plan wants to be aggressive in 
this area, it must first have a written 
policy. Secondly, if the plan does have 
a policy, the plan trustees must put ag-
gressive steps in that policy. Thirdly, the 
policy must be followed.

The U.S. Department of Labor 
(DOL) recommends that plans have a 
written collection policy. That policy 
should establish:

•	 A time frame for monitoring and 
collecting delinquent contribu-
tions. Once time frames are es-
tablished they should be adhered 
to. Exceptions to the actions re-
quired at certain dates in the pol-
icy rarely should be granted.

•	 A time frame for referring the de-
linquency to the plan’s attorney for 
legal action. Once again this time 
frame should be adhered to 
strictly. Employers are more 
likely to be compliant when they 
know that a delay in making con-
tributions could be costly.

•	 A committee to mentor delinquent 
contributions. This committee 

learn more >>
Education
Collection Procedures Institute
November 17-18, Santa Monica, California
Visit www.ifebp.org/collections for more information.

From the Bookstore
Collecting Employer Contributions: The ERISA Litigation Guide
Travis J. Ketterman. International Foundation. 2009.
Visit www.ifebp.org/books.asp?6474 for more details.
Payroll Auditing: A Guide for Multiemployer Plans, Second Edition
Lawrence R. Beebe and Philip Vivirito. International Foundation. 2013.
Visit www.ifebp.org/books.asp?7303 for more details.
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TABLe I
Who Ranked Collection  
Actions
Position in plan Number
Labor trustee 18
Management trustee 8
Administrator 32
Auditor 24
Attorney 9
Other 5
Total 96
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should be small in size and should be given the neces-
sary authority to police delinquencies.

•	 A plan for how payroll audits are conducted. The com-
mittee should adopt an annual plan after consultation 
with the plan administrator and the plan payroll audi-
tor. The plan should be revised if annual statistics on 
payroll audits conducted indicate that either a greater 
or lesser number of payroll audits should be con-
ducted.

•	 A policy regarding mistaken contributions. Many plans 
such as health and welfare plans do not refund mis-
taken contributions once benefits are used by partici-
pants. Many plans also will not refund any mistaken 
contribution made after one year of when the pay-
ment was received.

•	 Requirements for written reports 
from the collection committee to the 
board of trustees. A written report to 
the full board should be submitted  
after every collection committee  
meeting.

The attendees voting in our survey 
come from plans that probably have 
collection policies and collection 
committees. The consensus, how-
ever, is that their plans need to do a 
better job at aggressively pursuing col-
lections. Each of the bullet points in the list 
above should be examined to determine if the plan is doing 
all that it can do and in a timely manner.

collections

TABLe II
How Collection Actions Ranked
Actions to increase net collections Participant vote tally

  1.  Perform payroll audits on our habitually delinquent employers more often. 206

  2.  establish a more aggressive collection policy. 168

  3.   More actively collect delinquent contributions from sources other than  
the signatory employer (e.g., bonds, mechanic’s liens). 140

  4.  Institute electronic fund transfers and/or autopay for employers. 108

  5.  Make participants aware of delinquencies as soon as they occur. 100

  6.  Have formal collection committee meetings or meet more often. 99

  7.  Strengthen language in the collective bargaining agreement. 82

  8.  Publish the names of delinquent employers. 71

  9.  Make more effective use of work stoppages. 69

10.  employ a collector. 66

11.  Involve our collection attorney sooner in the collection process. 65

12.  Annually assess the effectiveness of our payroll audit program. 45

13.  Be quicker at withholding benefits. 43

14.  Create a way to incentivize employers for collection successes.  43

15.  Make sure we have the right payroll auditor(s). 33

16.  Streamline the payroll audit process to focus on delinquencies. 30

17.  Create benchmark criteria and reporting mechanisms for collecting contributions. 24

18.  Assess annually the cost/benefit relationship of each person involved in collections. 23

19.  Increase the concepts of flexibility and negotiability in the collection process. 15

20.  Fund the collection committee with a portion of fringe benefit contributions. 10
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3. More Actively Collect Delinquent 
Contributions From Sources Other 
Than the Signatory Employer  
(e.g., Bonds, Mechanic’s Liens)

Chicago attorney Travis J. Ketter-
man is the author of the book Collect-
ing Employer Contributions: The ERISA 
Litigation Guide published by the 
Foundation. He has an expression that 
says it all about collecting delinquent 
contributions from other sources. Ket-
terman calls it “Beyond the Signatory 
Employer.” In his chapter on collection 
litigation in the Trustee Handbook: A 
Guide to Labor-Management Employee 
Benefit Plans, Seventh Edition, here is 
what Ketterman has to say about bonds 
and liens:

Bonds
A bond required by 
the collective bar-

gaining agreement 
(surety bond) 
sometimes covers 

an employer’s debts to a 

trust fund. A bond may also have 
been required for the employer to 
work under a governmental con-
tract or by others such as owners 
or developers (performance bond). 
These surety and performance 
bonds may be another source of 
recovery for the trust funds.

Liens
Liens ranging from mechanic’s 

liens to judgment liens are one 
more avenue for collection. The 
rules governing liens vary from 
state to state and are extremely 
specific. Short time frames to file 
are common. A plan’s legal coun-
sel can explain what is available 
in specific geographical jurisdic-
tions.
Given the problems in the economy 

in the past number of years, employers 
are not always willing and able to pay 
the contributions they owe. A defined 
benefit pension plan has to give the 
participant credit for hours worked 
under the collective bargaining agree-
ment (CBA) regardless of whether 
those hours are paid for. The plan 
must protect itself by seeking payment 
wherever it can be found. This means 
the plan must aggressively seek funds 
not only by using bonds and liens but 
also by aggressively pursuing with-

drawal liability and successor liability 
whenever it can.

4. Institute Electronic Funds Transfers 
and/or Autopay for Employers

An electronic funds transfer offers 
the following advantages:

•	 It stops the employer from delay-
ing in sending the check. Em-
ployers can invent excuses as to 
why the check has not been re-
ceived. A demand for an imme-
diate electronic funds transfer 
stops that.

•	 The employer can send the check 
but forget to date or sign it. An 
electronic funds transfer avoids 
that problem.

•	 With electronic funds transfers the 
plan gets the money more quickly 
and consequently can set a tighter 
deadline for the transfer of funds.

Autopay means that a given amount 
is transferred from the employer to the 
plan at predetermined intervals (i.e., 
normally, whenever contributions are 
due). This is an excellent tool for small 
employers whose representatives are out 
of their offices for long time periods. 
The problem with autopay is that the 
amounts paid must be reconciled peri-
odically and systematically to amounts 
due based on actual work history.

5. Make Participants Aware of 
Delinquencies as Soon as They Occur

The idea behind this is that plan par-
ticipants will then put pressure on their 
employers to make the delinquent con-
tributions. The union could threaten 
to remove its members from the job or 
take other economic and job actions if 
participants are in danger of losing a 
benefit, as they would with a health and 
welfare plan. When contributions are 

takeaways >>
•   Auditing habitually delinquent employers more often, with less frequent audits of em-

ployers that reliably make contributions, makes sense.

•   Plans need a written collection policy that calls for time frames for monitoring and col-
lecting contributions, a committee and a plan for conducting audits.

•   Plans can use tools such as bonds and liens, as well as pursue withdrawal liability and 
successor liability, to make sure they get the payments they need.

•   Electronic funds transfers and autopay are advantageous for collecting contributions.

•   Pressure from participants can be helpful in collecting delinquent contributions. 

collections
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delinquent there is a greater likelihood 
that employers will react when plan 
participants, as well as the plan itself, 
are putting pressure on them.

6. Have Formal Collection Committee 
Meetings or Meet More Often

Obviously, attendees believed that 
their collection committees were not 
meeting often enough. The attendees 
must also think that if the committee 
met more often, faster and timelier con-
tributions would result. The collection 
committee should have a written agenda 
for its meetings. Minutes should be tak-
en. Responsibility should be assigned for 
followup actions to be taken before the 
next committee meeting.

Delinquent employers may be in-
vited to the committee meetings to 
explain the reasons for their delinquen-
cies. What an employer says at a meet-
ing may become very important if legal 
action is later taken or contemplated 
against the delinquent employer.

Actions Ranked Least Important
We asked the attendees to rank the 

three actions they thought were least 
important of the 20 listed in our sur-
vey. The three least important actions 
were:

 1. Fund the collection committee 
with a portion of fringe benefit 
contributions. This action was the 
lowest ranked on our most im-
portant list and the highest 
ranked on our least important 
list. We (the authors) know of one 
fund that does this. But for most 
attendees it was not an action 
they were excited about.

 2. Publish the names of delinquent 
employers. This finished second 
on our least important list but 

finished eighth on our most im-
portant list. Clearly, attendees 
were split on the importance of 
this action.

 3. Create a way to incentivize em-
ployees for collection success 
ranked third on the least impor-
tant list and 14th on the most im-
portant list. Did our attendees 
believe that the fund employees 
should not have to be encouraged 
with incentives to do their jobs?

Conclusions
We hope we gave attendees at the 

Collection Procedures Institute as well 
as readers something to think about. 
The trustees and employees of employ-
ee benefit plans must make every effort 
to collect all employer contributions 
due to their entities. Trustees and ad-
ministrators may want to keep this list 
of actions in a place where they’ll peri-
odically be reminded of it and use it as 
a springboard to take action.   

Lawrence R. Beebe is a partner with the accounting firm 
of Bond Beebe, based in the Washington, D.C. metro-
politan area. His accounting and auditing practice 
includes over 40 years of experience, specializing in labor 
and employee benefit plans. Beebe currently chairs the 

ACA Expert Panel and is a member of the Government Liaison 
Committee of the International Foundation. He received a B.S. degree 
in accounting from the University of Maryland and an M.A. degree 
from Central Michigan University.

Ruth S. Marcott is a shareholder in the Minnesota law 
firm of Felhaber Larson and is co-chair of its Benefits 
Section. She advises multiemployer plan boards of trust-
ees, single employer plan sponsors and third-party ad-
ministrators on compliance with federal and state laws. 

Marcott has litigated numerous ERISA cases, including breach-of-
fiduciary-duty, delinquent contribution, withdrawal liability and class 
action cases. She defends plans in audits or investigations by DOL, 
U.S. Health and Human Services or the Internal Revenue Service. 
Marcott earned her B.A. degree from the University of St. Thomas and 
her J.D. degree from the University of Minnesota.

Raymond Orrand is the fund administrator of the Ohio 
Operating Engineers Fringe Benefit Programs in Colum-
bus, Ohio. He oversees a defined benefit pension fund 
with 7,400 current retirees and also administers a self- 
insured health and welfare plan with 8,000 active mem-

bers and 4,000 retired participants. Orrand graduated from the Ohio 
Operating Engineers Apprenticeship Program in 1977 and worked 
in the field as an operating engineer until 1988. Orrand earned a cer-
tificate in the Administrators Masters Program (AMP®) through the 
International Foundation in 2012.

 <
< 

bi
os

collections




